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EDITORIAL
An eminent and esteemed friend of 
The Journal of Accountancy sug­
gests that this would be an appropriate 
time to discuss the economics of vacation. We are not quite sure 
what this suggestion implies, for vacation is no time in which to 
consider so dry and exacting a subject as economics. Vacation is 
a time when one should close his office door and leave on the other 
side of it all the cares, all the problems, all the weariness of the 
winter past, should go out into God’s sunlight and fresh air with a 
clean mind and a grateful heart and think of nothing more serious 
than green fairways, mountain streams and broad lakes and, best 
of all, the tug of a tiller, the strain of a main sheet, to the accom­
paniment of a rippled sea and a good breeze full of salt. Vacation 
is no time for remembering the unfinished tasks, the disappoint­
ments, the petty annoyances. It is the time when the soul of a 
man, if he be a man, will utterly rejoice, and he will fill his heart 
with gratitude and gladness, to gain strength which will carry 
him over the next period of work with his eye fixed constantly on 
the vacation that will follow. If the economics of vacation implies 
the saving of money during that gay period we will have none of 
it. Who cares what vacation costs? We may have to do without 
many of the things that we should like to have in the winter, but 
when the summer suns and seas and winds are around us we 
should not think about the value of money. Indeed, if we get 
far enough away from the marts of men money will not loom so 
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large. The further removed we are from trouble the smaller 
trouble appears, and if we get far enough away we shall not see it 
at all. Every one knows that for five years past the conduct of 
business has not been an unmixed joy. There have been many 
tragedies and much distress and thousands of shattered hopes— 
but what of them? Those of us who are still able to go out on 
some vacation—and most of us can manage it, whether we think 
so or not—have something to inspire us, something for which to be 
deeply grateful. When the breeze is crisp and the sails are full 
and the lee scuppers are awash, we can’t possibly remember that 
the stock market cost us the accumulated savings of years. It 
really doesn’t matter at all, while the wind is in our face. If we 
must define the economics of vacation, we should say that it is the 
ability to shut the door on business of every sort and to walk 
out where there is nothing but good fresh air and sunlight and 
the song of birds into the garden which is called vacation, but 
might better be called the land which looks forward, never 
backward.
Last winter is now far enough behind us 
to permit a general review of its condi­
tions and developments. Business as a whole is not our present 
concern. There have been innumerable surveys which indicate 
that there was a fairly well marked development in some of the 
most important branches of commercial activity. Some of the 
great industries improved. Others have not yet felt the effect of 
the upward movement. Accountancy, however, throughout the 
country seems to have experienced a considerable acceleration. 
The reports made by many of the large firms and by a greater 
number of small practitioners indicate that the winter of ’34 and 
’35 was the best of the last three years. The requirements of the 
securities and exchange commission and some of the other govern­
mental agencies have made demands upon a few firms, but they 
have not reached the firms or individual practitioners everywhere. 
Improvement, therefore, may be taken as an earnest of better busi­
ness. Unfortunately it is true that in times of depression many 
men feel that they can carry on without the assistance of account­
ants, although it is obvious that when business is poor and the 
margin of profit almost lost the need for accountants’ advice and 
supervision of records is greater than in times of prosperity. If, 




much greater than it had been recently it is surely an omen of im­
provement. Countless business men are not yet able to see the 
effect upon their own affairs, but the business of the country must 
have advanced more than some of us realize.
America Triumphs
The Journal of Accountancy, in 
common with many other technical
magazines, has looked with doubt and distrust upon most of the 
things that have been proposed since the beginning of 1933 under 
the generic name of the “new deal.” We have urged, in season
and out of season, the unwisdom of attempting to set up a new 
order of society and to tear down, without substituting something 
better, the scheme of things upon which our republic was founded 
and upon which it has grown and prospered. We have felt—as 
we believe the majority of the voters of the country have felt— 
that there was nothing to be gained by a sudden subversion of all 
that had been done and an attempt to erect without foundation a 
building grotesque in conception and precarious in effect. Much 
of the intent underlying the “new deal” has been said to have 
been dictated by a sincere desire to bring about a reign of peace 
and prosperity and public weal, but, whether that be true or not, 
the history of the world demonstrates conclusively that a lasting 
reform of civic structure is never brought about except by a slow 
process of evolution, each new departure made only after long 
consideration and the careful weighing of the advantages and 
disadvantages which would ensue from change. The “new deal ” 
burst upon us without warning and without adequate preparation. 
We were told that all that had been was necessarily evil because it 
had been, and that many marvelous improvements in the status 
of humanity would take place immediately after the great 
reformation. For a time the prospect was full of danger, but 
gradually the good common-sense of the American people, which 
had been held back during a period of infinite patience, asserted 
itself, and one by one the theories of inexperienced and vain ad­
visors were disregarded. The culmination of the process of 
repudiation took place on May 27th, when the supreme court of 
the United States in three far-reaching and unanimous decisions 
destroyed the national recovery administration, the attempt to 
assume dictatorial authority over government employees of the 
higher orders and the farm mortgage moratorium act. So sweep­
ing was the judgment of the court that practically everything of
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importance involved in the “new-deal” effort was threatened, if 
not wiped out. The agricultural adjustment administration 
seems to have in it many of the unconstitutional features which 
led to the overthrow of the N.R.A. Various pending bills which 
would have run counter to the American spirit, as expressed in the 
constitution, were affected and the members of congress were 
given warning that no longer could they play fast and loose 
with the government of the country. The legislative duties in­
volve not only the enactment of laws where necessary but also 
intelligent consideration of the effect and validity of proposed 
measures.
The Labors of the 
Aftermath
It is difficult to write upon this subject 
without indulging in self-satisfied re­
joicing. It is necessary, however, to
remember that, while the temptation is great, the need for calm, 
dispassionate contemplation is greater. Probably few of us ever 
really thought, deep in our hearts, that all these strange things 
which were paraded before us would be accepted as part of the 
organic entity which we like to describe as American. But all of 
us were worried and anxious, and most of us as we read the papers 
of May 27th felt like Bunyan’s hero of Pilgrim's Progress when 
the burden fell from his back. But that is not the whole story. 
The duty now before the country is more difficult than ever. We 
must rebuild the fences and put up again the broken walls. We 
have spent recklessly and sinfully money which we had not and 
have not in sight. Nationally, we are in a worse financial position 
than we were even after the extravagances of the great war. We 
hope that the administration will have learned that this is not the 
time for socialistic experimentation and that from this point 
onward there will be constructive effort to lift the country up out 
of the morass into which it has been thrown, to set it on its feet 
and to help it in every proper way to march forward like a man, 
not like a conglomeration of mechanical parts uncoordinated and 
ineffective. To the whole profession of accountancy the return 
to sanity will be welcome. No one who is closely associated with 
the conduct of business, trade, industry, finance, can have es­
caped the feeling of consternation at the attempted revolution. 
Now that we know that the highest court in the land has 
once more taken its place as the expression of the constitution, 
accountants will be better able to advise their clients and will 
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develop a sense of security which during two years has been 
absent.
It has been reported that an effort is 
being made to bar from practice before 
any government tribunal everyone except members of the legal 
profession. This means that accountants would not be permitted 
to take tax cases to the board of tax appeals, the court of claims or 
any other agency of the government but would be obliged to 
employ lawyers. We have always felt that the ideal presentation 
of tax cases required both lawyer and accountant working to­
gether, the lawyer dealing solely with the legal aspects of the case 
and the accountant explaining, as no lawyer could, the technical 
points involved. There are cases, however, in which it seems 
quite unnecessary to do more than to present the plain statistical 
facts in order to represent clearly the claims of taxpayers. The 
treasury department has evidently recognized this truth, and from 
the beginning accountants have played an important part in the 
appeals of taxpayers from unjust or excessive imposition of taxes. 
Probably the present effort is nothing more than an outcome of 
a desire of a few lawyers to strengthen an already too strong posi­
tion in this country. We doubt the danger of the effort, and we 
are convinced that the reputable members of the bar would not 
support so evident an attempt to interfere with the just and proper 
practice of an allied profession. However, it is well to draw at­
tention to attempts of this sort because in some of the states, where 
similar proposals have been made from time to time, there may 
be more peril to accountants and to their clients. It seems high 
time that accountants and lawyers cease to quarrel about spheres 
of action.
Ethics of Buying 
and Paying
We are all looking forward to the return 
of prosperity and really beginning to 
believe in it. It may, therefore, be 
appropriate to adopt the suggestion of one of our correspondents 
and refer briefly to a subject which has been discussed in these 
pages in the past and will be of peculiar significance in the im­
mediate future. Every business has been confronted by dif­
ficulty in financing its operations. Working capital has been 
reduced and in some cases entirely exhausted. The cost of 
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obtaining even at high cost the requisite amount of financial 
assistance. During the depression there has been an almost uni­
versal feeling that bills could not be paid, and, as a consequence, 
the terms of credit have been extended to an unreasonable degree. 
The old days when many concerns discounted their bills have 
gone, and the general sentiment of pessimism has been regarded 
as a sufficient excuse for withholding payment even when pay­
ment could easily be made. We have become as a nation some­
what addicted to the pauper’s plea. We shall pay some day, we 
say, but at present it is not convenient to do so. We want our 
money, which does not belong to us if it is owed to someone else, 
and someone to whom we owe the money is obliged to retard his 
own payments to his own creditors—and so the vicious circle 
runs. It seems to us that there is no possible excuse for a failure 
to pay what is due if the debtor has the money with which to pay. 
The moment an article of merchandise passes from the seller to 
the buyer a contractual obligation exists, and the failure to meet 
that obligation according to the terms of the contract is an inter­
ference with the resumption of prosperity. If every man would 
pay his just bills the moment they are due the whole machinery 
of business would run smoothly. There is plenty of money for the 
payment of most bills. Occasionally there is valid excuse for 
delay, but of that we are not speaking. We refer entirely to the 
pernicious theory that no bill need be paid without compulsion by 
the courts. Therefore, there is much litigation, much diversion of 
just profits into the hands of lawyers whose services should not be 
required; and the men who are willing to pay and to increase 
their production are prevented by the evil system of prolonged 
credit. We confess that we can not see any great difference 
between the man who refuses to pay when he can and the man 
who is rated under the law as a thief. In both cases the culprit 
is keeping that which belongs to someone else. The old theory 
that the buyer was rendering a benefit to the seller has no founda­
tion in fact. He who buys is in exactly the same category as he 
who sells. There is supposed to be an exchange of money for 
commodity and of commodity for money. If every business were 
conducted on what is known as a “cash basis,” there would be 
a much more rapid return to the days of prosperity. Credit is 
necessary, but the terms of credit must be observed and he 
who unnecessarily enforces an extension of credit beyond the 
contractual date is a public enemy. This is a true saying.
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There has been a good deal of comment, 
particularly in recent years, on the 
subject of preparedness or unprepared- 
ness of candidates for accounting certificates and for admission to 
the Institute. Those who consider the results of examinations 
conducted by the professional societies of Great Britain and com­
pare them with the results in American examinations are distressed 
to find that the percentage of success in this country is very much 
lower than it is in Great Britain and in the British dominions such 
as Canada, Australia and South Africa. This disparity of success 
is not fully understood by many of the commentators. There 
seems to be no valid reason why American young men and women 
should not be as proficient as their British cousins, and there has 
been some criticism of state boards of accountancy and of the 
Institute’s board of examiners for the comparatively low per­
centage of success. The facts, however, deserve exposition so 
that misunderstanding may be removed. In most of the British 
countries the system of apprenticeship preparatory to examination 
prevails and the men who go up for the final examinations in 
those countries have almost always had practical experience in 
accountants’ offices for five years. During the time of their 
apprenticeship they have been instructed in classes approved 
by the respective societies and by their immediate superiors 
in the theory of accounts, and the nature of their work has 
given them a fair amount of practical experience in the appli­
cation of accountancy. The great purpose in the mind of ap­
prentices is to pass the examinations so that they may be qualified 
to engage in practice on their own account or as senior account­
ants on the staff of older accounting firms. With this one goal in 
view they devote their attention almost exclusively to preparation 
and the obtaining of experience.
Here in America the situation is quite 
different. There is no apprenticeship 
system and there probably never will be, 
because the principle underlying the system is repugnant to 
American ideals. Here the men and women who sit at the 
examinations are largely students of accounting schools and most 
of them have had no practical experience whatever. They may 
be well instructed in the theory of accounts, in auditing and 
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actual experience of accountants they find themselves too often at 
a loss to understand what is expected of them. This is no reflec­
tion upon the merit of most of the accounting schools of the 
country. It simply indicates that while theory is necessary, 
practice is equally important. There seems to be very little dif­
ference in the ratio of success to failure in the various states of the 
union. This demonstrates clearly that there is a general weak­
ness in the requirements for admission to examination. If the 
state laws would adopt a principle similar to that of the Institute 
and would permit only those who have had practical experience 
to take the examinations, the number of students passing would 
be much greater. We have heard of one state at least in which the 
young men and women who attempt to pass the examinations do 
so without much thought of success. They regard the examina­
tion test as a part of their education and are not greatly dismayed 
when failure follows. In all the states there are many applicants 
for certification who think little of failure and attempt the exami­
nations largely in the hope that they may succeed in passing two 
subjects and after repeated efforts may pass the third.
It is unfortunately true, as everyone 
who has examined the papers of candi­
dates knows, that many applicants have 
not a sufficient knowledge of the principles of English compo­
sition and grammar to enable them to present an intelligent 
expression of their accounting knowledge. It is lamentable but 
true that far too many candidates display an ignorance which is 
appalling. Let us take, for example, one of the questions asked 
in the examinations of the American Institute of Accountants in 
May, 1935. These examinations were adopted by 27 states as 
the test of applicants for certification as certified public account­
ants. This question occurred in the paper on commercial law.
“What is cumulative voting? For what purposes is it em­
ployed? How does it accomplish its purposes?”
A satisfactory answer would be in substance as follows:
“Cumulative voting is a method which may be permitted at 
the election of directors of a corporation. Under it each stock­
holder is entitled to as many votes as shall equal the number of 
his shares multiplied by the number of directors to be elected, and 
he may cast all of such votes for a single director, or he may dis­
tribute them among any two or more of the number for whom
8
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votes are to be cast. The purpose is to enable minority stock­
holders to obtain representation on the board of directors. It 
accomplishes this purpose because all of the minority votes cast 
for one director would assure his election.” (This should be il­
lustrated by some simple example.)
Now let us see what some of the candidates did with this ques­
tion. A young man in the south wrote as follows:
“Cumulative votting is where a groupe of person joined to­
gether for a common purpose. Pass on and inact Laws that 
become a part of our Statuary provisions governing our actions 
and conduct. Such and United States Senate, congress, State 
Senate and state Ligisture. They cast the votes as a voice of all 
the people whom they represent.
“ It Saves considerable time and expense to vote in the Manner. 
The main purpose of cumulative voting is to secure the voice of 
most of the people at one time.
“I am of the opinion that such procedure does accomplish its 
Purpose because the laws they inact become part of the laws that 
will inforse our actions as citizens.”
Another man in the southern Mississippi valley replied as follows:
“Cumulative Voting Power giving to holders of stock for elec­
tion of officers each share or the holders of Block of shares are 
entitled to electing of officers.
“To give the holders of shares Voice in the election of their 
friends stockholders and give them what they would be entitled 
to the holders of other stock have only the right to sign their 
name on a card issued by the Company they own stock in electing 
some one they never heard of. The holders have the right to 
elect officers they see fit.”
From a western state come the two following answers:
First: “(a) Cumulative voting is the vote of all of the out­
standing shares of a corporation.
“ (b) The theoretical purpose is to acquire the vote of the entire 
group of shareholders.
“(c) It’s purpose is accomplished by ‘proxies.’”
Second: “Cumulative voting is a method of voting by which a 
minority stock-holder—even in the face of proxies—can be elected 
to a board of directors by casting the number of votes for himself 
in proportion to the stock he holds by voting all of that stock for 
him-self.”
If we were inclined to deal humorously 
with these essays of candidates it would 
be easy to find in the answers abundant 
cause for laughter, but at the moment we are less concerned with 
the foolishness of the answers than with the astonishing ignorance
9
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of the candidates. We maintain that a man who knows no more 
about the language of his country than is displayed in the first of 
these replies has no business whatever to waste the time of state 
boards of accountancy. He is not fit to undertake the practice of 
a learned profession and he should not be allowed to sit at an 
examination until he can present evidence of better preparation. 
It is inconceivable that any student who has given serious thought 
to the nature and content of the examinations which he hopes to 
pass could offer an answer such as this one dealing with cumula­
tive voting. In every examination there are evidences of similar 
ignorance, and a vast amount of time and attention is wasted 
upon the consideration of papers which have no right to be pre­
sented at all. Many of the state laws are so liberal in their 
preliminary requirements that almost any one who can read and 
write may make application and be given permission to take 
examinations. Furthermore there are many candidates who do 
not come from accounting schools but have had some little 
experience in bookkeeping and feel that they are qualified to 
undertake the practice of accountancy. They are soon unde­
ceived by the results of examination and many of them are much 
embittered because of failure. If the preliminary requirements 
were sufficiently rigid these men would be spared the humiliation 
of demonstrating their utter inability to meet the requirements. 
Insufficient preparation and inadequate general knowledge are the 
principal reasons for the low percentage of success in all account­
ing examinations in the United States. We shall not have to 
adopt the apprenticeship system, but a radical change in the 
extent of prerequisites would do much to relieve a situation which 
does not reflect credit upon the candidates and does not stimulate 
sufficient attention to the duty of making ready for what one 
hopes will be his life work.
The Letter and 
the Spirit
One of the chief ambitions of a kind of 
accountant seems to be to do illegal 
things legally or, in other words, to keep
just within the law. Such men seem to think that it is very 
clever to obey the letter of the law and to ignore the spirit of it. 
We have been told that there is an accountant, so-called, in the 
city of New York, who believes that he has discovered a way in 
which to obey the rules of conduct laid down by the American 
Institute of Accountants and at the same time to do those things 
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which the rules forbid. (It is a pleasure to explain that this man 
is not a member of the Institute.) However, he is filled with a 
desire to comply with the letter of the law. He would not enter a 
business office and solicit accounting work. He would not write 
a letter of solicitation. The ringing of door bells is abhorrent to 
him. He is rife with apparent righteousness. But he needs 
employment, and so he has devised a scheme which he thinks 
meets all the requirements of the case. He studies the habits of 
his prospective victim, learns the hours of lunch and place of 
eating, and then some day when the victim is all unsuspicious this 
ethical accountant meets him outside the door as he is going to 
lunch. By one of those familiar expedients beloved of pan­
handlers, he joins himself to the victim, discusses the weather, 
walks along toward the luncheon place and then—if he has not 
already been thrown into the gutter—he insists upon taking the 
victim to lunch. Of course, if the victim is willing to be the host, 
so much the better. During the course of the meal our ethical 
friend finds occasion to discuss audits, to quote prices and in every 
way impress upon the victim the peculiar abilities and the tran­
scendent advantages to be obtained by his employment. It will 
be observed that he has not called at an office, he has not written a 
soliciting letter; ergo, he feels entirely within the law. This story 
seems to be on all fours with one told about a great leader of 
American business. He would not tell a lie. When an undesired 
caller was announced this captain of industry would quickly step 
across the threshold of his office door into a hall at the back and 
then announce to his secretary that he was out. Having made 
this statement he would feel perfectly free to return to his office 
and be “in” if any one else called. But he never told a lie.
Institute’s Annual 
Meeting
The annual meeting of the American 
Institute of Accountants is to be held 
in Boston, Massachusetts, in the third 
week of October. The Institute in its present form has never met 
in annual convention in New England. Its predecessor, the 
American Association of Public Accountants, met in Boston in 
1913. The Institute which was founded to succeed the older 
association in 1916 has met in the west and the south and the east, 
and it is eminently appropriate that it should return this year to 
Massachusetts. Great arrangements are being made for the 
entertainment of visitors. The tentative program which has 
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been prepared is most attractive. We urge all members of the 
Institute—and indeed all who are interested in accountancy 
whether members or not—to make arrangements now so that the 
third week of October may be free and they can attend as many 
sessions of the convention as possible. Announcements will be 
made in due course but it is not too early in this month of July 
to lay plans which will make attendance possible.
12
